veral macroeconomic indicators point to high consumer financial vulnerability in South Africa. These include, inter alia, a relatively high household debt-to-disposable income ratio, household consumption expenditure outstripping household disposable income and a declining real household net wealth-to-disposable income ratio.
12In a 2009 study, the first level of possible predictors of consumer financial vulnerability was identified. However, no study has been conducted in South Africa to establish the transmission path of consumer financial vulnerability. This paper attempts to identify such a transmission path by determining the order in which the four aspects of the consumer financial vulnerability index, namely consumer income, expenditure, savings and debt servicing vulnerability, impact on one another, making consumers more vulnerable. This was done by means of an econometric modelling technique called Vector Autoregression (VAR) using consumer financial vulnerability data series covering the period Q2 2009 to Q2 2012.
13The
VAR results show that expenditure vulnerability received the highest coefficient of determination score. This indicates that expenditure problems are the Achilles' heel of South African households, which activates the postulated consumer financial vulnerability index (CFVI) transmission path. To determine the extent to which other macroeconomic variables impact on the postulated CFVI transmission path, a consumer price index (CPI) time series was entered exogenously into the existing VAR equation. It appears from the results obtained that the exogenous Introduction 1The financial crisis of 2008/2009 plunged millions of consumers across the globe into a murky world of unemployment, over-indebtedness and a savings deficit. Current market turbulence, caused mainly by a 'seeming inability' of world leaders and policy-makers to decisively arrest the after-shocks of depression preventative measures, points towards a lengthy continuation of the consumer predicament. As long as markets remain unconvinced about 'rescue-and-growth' packages for over-indebted European countries such as Greece and also for the United States of America, investment uncertainty will prevail, which in turn will leave millions of fragile consumers struggling to survive financially and to transact in sub-optimal conditions. From various research studies conducted on the causes of consumer financial vulnerability, substantial insights were gained into identifying these factors. In addition, research models allowed for discovering the transmission path through which these factors influence consumer financial vulnerability (Van Aardt, Moshoeu, Risenga, Pohl & Coetzee 2009; ECRI & PFRC 2008; Chaudhuri 2003) . This study aims to determine the transmission path of consumer financial vulnerability by means of applying an econometric technique called 'vector autoregression analysis (VAR)' to available consumer financial vulnerability time-series data covering the period Q2 2009 to Q2 2012 (13 quarters). VAR modelling is a very flexible way to analyse multivariate time series such as the consumer financial vulnerability index (CFVI) time series analysed in this study (Murray 2006 ) in order to arrive at a detailed understanding of the way in which various variables contemporaneously give rise to changes in one another.
If it proves possible to determine the transmission path of consumer financial vulnerability, financial service-providers, policy-makers and other stakeholders could implement preventive/regulatory measures to address the causes of consumer financial vulnerability, thereby assisting consumers to hedge themselves against these risks. As hinted above, this is currently not possible due to a lack of thorough research on identifying the actual mechanisms through which various factors cause consumers to become financially vulnerable in South Africa.
Statement of the research problem 1On a South African macroeconomic level, several indicators point to high consumer financial vulnerability. These include, inter alia, a relatively high household debtto-disposable income ratio, which amounted to 75.9% at the end of 2011 (SARB 2012) and household consumption expenditure, which at R1 737 billion (during 2011) exceeded household disposable income of R1 724 billion. These indicators show that households, on average, spent more than they earned and had to borrow money to finance consumption expenditure in 2011 (SARB 2012) . In addition, the real household net wealth-to-disposable income ratio declined from about 3.65:1 in mid-2007 to 3.03:1 in early-2012, indicating poor financial planning by households (SARB 2012).
Although some earlier research studies regarding consumer financial vulnerability identified some indicators of consumer financial vulnerability and also hinted at possible reasons for consumers being or becoming financially vulnerable, reviews of possible causes and effects are limited. In this regard, a study conducted in 2009 by FinMark Trust (FinMark) and the Bureau of Market Research (BMR) at Unisa (referred to as the FinMark study) (Van Aardt et al. 2009 ) identified the first level of possible predictors of consumer financial vulnerability. However, no study has been conducted in South Africa to establish the transmission path of consumer financial vulnerability. This paper will attempt to identify such a transmission path by determining the order in which the four sub-components of the consumer financial vulnerability index, namely consumer incomes, expenditure, savings and debt servicing, impact on one another making consumers more vulnerable (for example, perhaps because of low incomes, consumers have little to save, which leaves them too little money for future expenditures and forces them to obtain very expensive debt).
In the light of the preceding discussion, the purpose of this paper was to identify the consumer financial vulnerability transmission path in South Africa based on available Q2 2009 to Q2 2012 CFVI panel data. By means of VAR analyses of such data, the following three research questions need to be addressed:
• Which variable activates the CFVI transmission path?
• What is the order of endogenous variables in the postulated CFVI transmission path? • What is the impact of economic variables exogenous to the transmission path on the strength of the endogenous variables in the CFVI transmission path? 1These three research questions will be addressed in this paper in order to arrive at an in-depth understanding of consumer financial vulnerability causation in South Africa. Such 'causation' will, however, not be singular variable causation as determined by means of the Granger Causality test, but will be complex interactive causation as postulated in a transmission path (Bannock, Baxter & Davis 2003) .
Literature review 1In its report entitled European trends in consumer financial vulnerability, the European Credit Research Institute (ECRI) and the Personal Finance Research Centre (ECRI & PFRC 2008) defined consumer financial vulnerability (CFV) as "the personal feeling of being in a financially unstable situation", and indicated that this 'feeling' is an early indicator of financial stress in households. It is important to note that consumer financial vulnerability is not necessarily an actual state of over-indebtedness, but rather the consumer experiencing a sense of financial vulnerability. Consumers may not currently feel financially vulnerable, but could become vulnerable when they become unemployed, unable to service debts or experience financial emergencies.
Other interpretations of vulnerability are evident from research conducted by Klasen and Powel (2013) . Through decades of research focusing specifically on the concept of the risks to poverty, they indicated that vulnerability at a household level is concerned not only with the household's current level of well-being, but also with the household's exposure to adverse events, and more specifically the household's capacity to cope with adverse events. Vulnerability has also been defined and conceptualised more specifically with regard to access to low-cost credit, resulting in consumers borrowing at extremely high percentages, which poses a threat to both the consumer and the financial institution granting the credit (Akseli 2012) . The term 'financial vulnerability' thus refers to perceived threats to the financial position of either the individual consumer or the household and the manner in which the person feels able to deal with the potential threat.
The participation of consumers in the economy of a country influences their level of financial vulnerability. This interaction has resulted in the formulation of numerous theories addressing the reasons behind consumers' actions. These theories have been developed by researchers in a variety of disciplines. The literature review in the following section consists of a brief review of some of the more pertinent theories in the fields of economics, personal finance and consumer psychology. This is followed by a discussion of some of the previous studies focusing on consumer financial vulnerability.
Several economists and psychologists have studied consumer behaviour over time, resulting in numerous theories explaining the flow of consumer funds -in other words, the relationship between income, consumption, debt and saving as well as possible reasons behind consumers' actions. Firstly, the Absolute Income Hypothesis was developed by Keynes in 1936 as a theory of consumption, incorporating the marginal propensity to consume. In addition, Keynes identified eight motives why people save, as the marginal propensity to save is the opposite of the marginal propensity to consume (Keynes 2008) . It can be deduced from Keynes' Absolute Income Hypotheses that should consumers have a very high propensity to consume, their high spending levels will be facilitative towards economic growth, but could be negative for the personal finances of such consumers if they receive low incomes, giving rise to very low savings levels, or if they fund these high expenditure levels with funds obtained from credit providers on a continual basis.
In contrast to the Absolute Income Hypothesis, Ando and Modigliani developed the Life Cycle Hypothesis in 1963 (Ando & Modigliani 1963) . The biggest difference between the two hypotheses is the assumption of the Life Cycle Hypothesis that individuals consume a constant percentage of the present value of their life income, compared with the assumption of the Absolute Income Hypothesis that consumption is based entirely on current income (Bryant & Zick 2006) . According to the life cycle income hypothesis, households plan their consumption according to an expected pattern based on the income that they believe they will be earning over their lifetime. Younger people, with lower income, will finance their consumption levels with debt in the expectation that they will be able to service the debt later in life when their income levels have increased. Saving will only happen at a later stage in life when their income levels have increased significantly. Savings and wealth creation are necessary in order to finance the gap between income and consumption later in life, especially at retirement age when income decreases but consumption is still high. Consumption is thus dependant on both income and net asset accumulation.
In terms of the life cycle hypothesis, consumption is therefore smoothed over the life cycle (Fourie & Burger 2010) .
The third theory relating to consumption, income and saving is Friedman's Permanent Income Hypothesis. Friedman (1957) also differed from Keynes, based on the belief that households' consumption depended on the level of 'normal' income that the household expected to earn in future and was not a function of the households' current income levels, thus purporting that people were more concerned about their long-term consumption than their current income.
In an attempt to understand why consumers act in the manner that they do, research in the field of financial behaviour was conducted inter alia by Kahneman and Tversky (1979) who developed the well-known Prospect Theory describing the mechanisms that people use to attain values of potential gains and losses for making decisions in times of uncertainty.
From the theories described, it is evident that consumers' consumption and saving habits are a function of their income and access to credit. Incorporating these theories, the FinMark study (Van Aardt et al. 2009 ) used the concept of 'consumer financial vulnerability' to refer to the state and/or feeling of being exposed to financial insecurity, or actually experiencing financial insecurity and/or inability to cope financially. The purpose of the FinMark study was firstly to construct a consumer financial vulnerability index for South Africa based on the Genworth model (which will be discussed in more detail), and secondly to provide information regarding the financial vulnerability of South African consumers. For the purposes of constructing the consumer financial vulnerability index, the BMR identified a range of variables that appear to be strong predictors of financial vulnerability. These variables are shown in Figure 1 .
Based on the consumer financial vulnerability cause and effect chain shown in Figure 1 , a heuristic consumer financial vulnerability model was developed as a basis for the construction of the consumer financial vulnerability index. This heuristic model is shown in Figure 2 .
By means of the heuristic model shown in Figure 2 , the cause-and-effect chain (shown in Figure 1 ) was reduced to its base elements, namely income and expenditure vulnerability as the main drivers of consumer financial vulnerability. Savings and non-labour incomes (i.e. inter-household wealth transfers and social grants) and labour incomes were identified as the main drivers of income vulnerability, while consumption expenditure and debt servicing were identified as the main drivers of expenditure vulnerability. In cases where consumers have limited savings to draw on, no labour income, high consumption expenditure and a high debt-servicing burden, such consumers would experience high levels of financial vulnerability. FinMark study identified a range of variables that appear to be good predictors of consumer financial vulnerability. These factors include, inter alia, overindebtedness (in situations where consumers have high consumption expenditure as well as high debt-servicing) and income fragility when incomes are insufficient to cover consumption expenditure and debt-servicing. Income fragility, in turn, is brought about by a range of endogenous and exogenous factors. Endogenous factors such as insufficient savings and/or investments, becoming unemployed, ill health, separation/divorce and bad financial management, as well as exogenous factors such as higher interest rates, price inflation and adverse economic conditions, were identified as possible factors influencing the feeling of being financially vulnerable (Van Aardt et al. 2009 ).
Similar factors were also identified by Disney, Bridges and Gathergood (2008) , who reported on a variety of variables that could result in consumers feeling financially vulnerable. For instance, they reported that household indebtedness, income shocks, unemployment, household structures, macroeconomic shocks, interest rates and low savings could all influence the level of consumer financial vulnerability.
Notwithstanding the macroeconomic nature of the above-mentioned factors, however, consumer financial vulnerability also possesses flow-of-money properties. For instance, employment and running a business lead to the receipt of cash, which in turn is used to purchase goods or service debt. The receipt of cash, however, is influenced by the mentioned macroeconomic factors. For example, the probable loss of a job or a business might influence the receipt of cash, which in turn should impact a consumer's expenditure. In essence then, consumer financial vulnerability/security -and its causes -boils down to consumers' sense of probable changes in their cash-flow situation as a result of negative/positive internal and external macro-and microeconomic influences. Consumers who sense deterioration in their cash flow due to the factors determined in the heuristic model may be strong candidates for being financially vulnerable. Conversely, consumers who sense an improvement in cash flow due to positive changes in the mentioned predictors may feel more upbeat about their current and prospective cash-flow situations.
As previously mentioned, the FinMark study (Van Aardt et al. 2009 ) was constructed after reviewing a financial vulnerability index constructed for Europe by Genworth in conjunction with the Personal Finance Research Centre at the University of Bristol. The Genworth Index in Europe identified several factors that could influence consumer financial vulnerability, based on the evaluation of the consumer financial vulnerability of ten European countries during 2008. The purpose of the Genworth Index was to identify households in financially fragile situations. By being able to identify these households sooner rather than later, they could be assisted before they become overly indebted. Factors identified as influencing households' feelings of financial vulnerability included a darkening economic outlook, expected wage cuts or an increasing risk of unemployment. It is important to note that households' financial decisions are the end result of different economic and/or psychological factors and the way in which these factors relate to one another (ECRI & PFRC 2008) .
The Genworth Index has reported consumer financial vulnerability scores from 2007 up to the latest report published in 2010. The original 2007 study of the financial vulnerability of ten European countries revealed that the southern part of Europe had higher levels of financial vulnerability than the northern part (PFRC 2008a). The study was repeated in September 2008, including Source: PFRC (2008a PFRC ( , 2008b PFRC ( , 2009 PFRC ( , 2010 Figure 3: Genworth Index score (2007) (2008) (2009) (2010) The countries with the lowest consumer financial vulnerability index score during 2007 were Ireland (-16), Great Britain (-19), Denmark (-37), Norway (-41) and Sweden (-46) . On the other side of the spectrum were France (7), Spain (15), Germany (16), Portugal (34) and Italy (39) (PFRC 2008a) (see Figure 3) . It is interesting to note that although Denmark was the country with the lowest consumer financial vulnerability score during the second survey at the end of 2008, Denmark's score declined by 24% from the middle of 2008 to the end of 2008 (PFRC 2008a & 2008b ). Denmark's decline was, however, not as severe as the decline in some of the other countries, notably Germany with a decline of 206%, Spain with 243% and Great Britain with 221%. However, the country with the largest decline was Ireland with 419%, clearly indicating the impact of the global recession on the occupants of countries around the world as they became exposed to all the negative news regarding the deteriorating international economic outlook (PFRC 2008a (PFRC , 2008b .
By the end of 2009, however, consumers had adjusted to the negative global economic outlook, as the differences in the vulnerability scores were not as acute as during the second and fourth quarters of 2008. Norwegian consumers' sentiment improved, resulting in their index score improving from -24 to -48, which illustrated that they were feeling more financially secure than the year before. Residents from Portugal were also feeling less financially vulnerable in 2009 compared to 2008, while residents in Ireland felt the most financially vulnerable at the end of 2009 (see Figure 3 ) (PFRC 2008b (PFRC , 2009 ).
Greece's economic debt problems in 2010 are clear from Figure 3 , with Greece being the country with the highest financial vulnerability score of 76 out of 100. This was the highest score any country reported since the inception of the index in 2008. Norway was still the country with the lowest financial vulnerability score of -43 at the end of 2010 (PFRC 2009 (PFRC , 2010 . From the analyses conducted by the Personal Finance Research Centre in the United Kingdom, several indicators of consumer financial vulnerability were identified, based on the perceived economic outlook of the residents of the various countries sampled. Consumers digest information on the economic prospects of a country, resulting in their feeling financially vulnerable or financially secure, as reflected in Figure 3 .
In a more recent study, Anderloni, Bacchiocchi and Vandone (2012) developed a household financial vulnerability index very similar to the consumer financial vulnerability index in the FinMark study. Their household financial vulnerability index is an indicator of financial vulnerability, which jointly analyses various features of household financial distress and more specifically reflects on expenditure vulnerability, income and saving vulnerability, and commercial and financial loan commitments vulnerability, thus focusing strongly on households in financial distress. They concluded that the determinants of their financial vulnerability index were (1) the level of debt servicing, with the effect thereof being more evident for households with unsecured debt, (2) the higher levels of financial vulnerability evident for impulsive individuals who adopt impatient, short-sighted behaviour patterns and (3) higher education levels, which play a pertinent role in reducing financial vulnerability (Anderloni et al. 2012) .
Indicators that influence the economic outlook applicable to all the countries reviewed included GDP growth rates, income distribution, real disposable income, unemployment rates, inflation and household debt levels, as well as non-economic factors such as the financial attitudes of consumers. The insights gained from the Genworth Index, the Italian financial vulnerability index and the effect of the factors on consumer financial vulnerability were helpful in gauging the possible influence of such factors on the financial vulnerability of South African consumers.
Methodology 1The
analyses conducted for the purposes of this article firstly included Pearson Product Moment correlation analyses to test for relationships between macroeconomic variables and the CFVI.
This was followed by Vector Auto Regression (VAR) analysis, which was conducted to test for a possible transmission path with respect to consumer financial vulnerability. Such analysis was applied to available CFVI time series covering the period Q2 2009 to Q2 2012.
As indicated above, VAR is an econometric method that is used to analyse the linear dependencies among various time-series data (income vulnerability, expenditure, debt servicing and savings vulnerability) available from the CFVI Q2 2009 to the Q2 2012 time series. According to Wikipedia (2012) , all variables in a VAR are treated symmetrically; in other words, each variable has an equation reflecting its own evolvement derived from its own lags and those of all the other variables in the model.
For this study, the following CFVI model was used in the VAR: is imperative that all variables in the VAR should be at the same order of integration, namely:
• Option 1: All the variables are I(0) stationary; means that such variables should first be differenced d times, and the VAR will therefore be a difference-based VAR.
1T o determine the quality of the time-series data used in this study, unit root and cointegration tests were conducted on the endogenous CFVI and the exogenous economic variables shown in the expanded VAR model. This was done to assess the level of stationarity and cointegration of the endogenous CFVI and exogenous economic variables before the required VAR analyses were conducted. It appears from the unit root tests that all four CFVI variables endogenous to the transmission path are I(d) non-stationary, while an Engle-Granger cointegration test revealed that these variables are cointegrated. It can therefore be concluded that the endogenous CFVI variables in the VAR share the same order of integration in terms of option 2 above.
Analysis and discussion 1As already explained, the South African consumer financial vulnerability index (CFVI) was constructed from the four sub-indices as identified by the abovementioned heuristic model. A summary of the CFVI and its sub-indices since inception is depicted in Table 1 . A low index score is synonymous with higher vulnerability, while a high score will depict financial security. 1T able 1 shows that consumers experienced financially exposed conditions during Q2 2009, which reflected recessionary conditions. The situation worsened in Q3 2009, with the income sub-index plummeting through the financially exposed barrier to financially vulnerable. However, as the economy resumed growth, the vulnerability of consumers also receded somewhat. Consumers started to experience mildly exposed conditions from Q1 2010, thus moving out of a very exposed financial situation. However, consumers remained in mildly exposed circumstances and drifted back into a very exposed situation in Q2 2012. Exhibit 1 provides an explanation of how index scores should be interpreted, followed by definitions of each category of vulnerability. y consumer cash flow being affected to such extent; y that it creates an actual experience and/or sense; y of being financially insecure and/or an inability to cope financially. y cash flow position is under control; y with little threat; y of becoming financially exposed or vulnerable.
1F ollowing from the insights gained from the Genworth Index as to the drivers of consumer financial vulnerability, correlation tests were performed in order to determine whether there is a relationship between some of the Genworth-identified macroeconomic variables and the CVFI (and some of its sub-indices). The correlation results are as follows:
• 0.90 between real seasonally adjusted and annualised quarterly gross domestic product and the overall CFVI; • 0.80 between real seasonally adjusted and annualised quarterly disposable income of households and the consumer income vulnerability sub-index;
• 0.92 between nominal seasonally adjusted and annualised quarterly household consumption expenditure and the consumer expenditure vulnerability sub-index; and • 0.70 between debt service as a percentage of household disposable income (nominal quarterly amount seasonally adjusted and annualised) and the debt service sub-index.
1The above results show that the same macroeconomic variables that impact consumer vulnerability in Europe also influence consumer financial vulnerability in South Africa. With this in mind, the question was asked regarding which of the four CFVI variables activated people becoming more financially vulnerable within the abovementioned macroeconomic context. By means of the VAR model discussed earlier, it appears from the results of such modelling shown in Table 2 that expenditure received the highest coefficient of determination (R-squared) score of 0.52 compared to 0.44 with respect to income vulnerability, -0.15 with respect to debt servicing vulnerability and 0.34 with respect to savings vulnerability. It is evident from this finding that expenditure problems appear to be the Achilles' heel of South African households, which activates the postulated CFVI transmission path. It is imperative to note that the R-squared coefficient of determination, rather than the adjusted R-squared coefficient of determination, was used due to the absence of intercept and trend assumptions in the VAR model.
Although expenditure vulnerability was by far the most strongly cointegrated of all four of the CFVI variables, the question can now be asked as to what macroeconomic variable creates the necessary context for the CFVI transmission path to be activated.
Because of the assumption that rapid price growth could put severe expenditure pressure on South African households, a consumer price index (CPI) time series was entered exogenously into the existing VAR equation, as previously described. The results obtained by means of including CPI exogenously in the existing VAR model are shown in Table 3 .
It appears from the adjusted R-squared results shown in Table 3 that the exogenous inclusion of CPI in the model made a dramatic difference with respect to the total variance explained by the interaction between the CFVI and one exogenous (CPI) variable in the model. Through the inclusion of the CPI variable, the total variance explained (adjusted R-square) of the four endogenous CFVI variables increased as follows:
• Income vulnerability: Adjusted R-squared increased from 0.24 to 0.76; • Expenditure vulnerability: Adjusted R-squared increased from 0.35 to 0.58; • Debt servicing vulnerability: Adjusted R-squared increased from -0.57 to 0.11; and • Savings vulnerability: Adjusted R-squared increased from 0.09 to 0.28. 1The results in Table 4 were obtained by adding the prime rate variable exogenously to the CFVI transmission path, as previously shown. By also including the prime rate variable in addition to the CPI variable exogenously in the transmission path, the following results were obtained:
• Income vulnerability: R-squared increased from 0.86 to 0.89; • Expenditure vulnerability: R-squared increased from 0.75 to 0.92; • Debt servicing vulnerability: R-squared increased from 0.46 to 0.49; and • Savings vulnerability: R-squared increased from 0.34 to 0.58. Table 5 were obtained by adding the expanded unemployment variable exogenously to the CFVI transmission path in addition to the CPI and prime rate variables. By including the expanded unemployment variable exogenously, the following increases and decreases in identified variance of the endogenous (transmission path) variables were obtained: Table 6 were obtained by adding the household liabilities variable exogenously to the CFVI transmission path in addition to the CPI, prime rate and unemployment variables. By including the household liabilities variable exogenously, the following increases and decreases in identified variance of the endogenous (transmission path) variables were obtained:
• Income vulnerability: R-squared increased from 0.90 to 0.91; • Expenditure vulnerability: Adjusted R-squared increased from 0.90 to 0.92; • Debt servicing vulnerability: Adjusted R-squared remained the same at 0.88; and • Savings vulnerability: Adjusted R-squared increased from 0.57 to 0.62. The chain process in general takes the following form:
• Consumers are not able to afford their required necessities and become expenditure vulnerable; • If they cannot generate more income to compensate, they become income vulnerable; • They draw on their savings to finance the excess expenditure and become savings vulnerable; and • If they cannot afford the credit they used to finance their expenditure and have no savings left, they become debt servicing vulnerable.
1It is important to note, however, that the described linear chain is not equally applicable to all consumers, as different factors affect consumers differently at different times. Nevertheless, these factors work conjointly in influencing the vulnerability level of consumers. Table 7 shows how factors such as price increases, the prime interest rate, unemployment, consumer liabilities and consumer assets combine to affect consumers' vulnerability. It should be borne in mind that the percentages added by the five factors are not individual contributions but contributions in conjunction with the other variables. on the VAR results obtained in this study, it was possible, in relative terms, to identify the winners and losers in times of increasing pressures/risks on consumers' cash flow. This is portrayed by Exhibit 2. However, it is important to note that consumers can be classified as 'cash flow winners' only if they possess all the attributes outlined in Table 1 . For instance, high income group consumers (winners) can become vulnerable if they have unaffordable debt (losers).
Exhibit 2: Winners and losers in times of increasing pressure on consumer finances mmdxlviiWINNERS y Higher income groups y Consumers paying low interest rates and with a low debt ratio y The higher skilled and civil servants y Consumers with an affordable debt-to-disposable income ratio y Consumers with a high solvency ratio y The employed y Consumers with personal financial skills mmdxlviiiL OSERS y Lower income groups y Consumers paying high interest rates and with a high debt ratio y The lower skilled and private sector employees y Consumers with a high debt-to-disposable income ratio y Consumers with a low solvency ratio y The unemployed y Those with little knowledge in managing own finances 1Much can be done by the authorities in order to create more cash flow winners, and thus a more sustainable economic growth path. The following extensive but far from complete policy interventions should go a long way towards improving consumers' handling of their finances:
• Teaching people to manage their finances (distribute knowledge) • Ensuring that people have labour market and entrepreneurial skills • Ensuring efficient and effective wealth transfer systems • Incentivising saving and discouraging dissaving • Ensuring comprehensive price and debt management systems • Addressing unemployment head-on: Mass re-education, flexible labour market, demand-supply linkages and Foras Àiseamma Saothai (FAS)/Singapore Development Board (SDB) arrangements • Ensuring life-long asset growth through compulsory saving schemes • Providing high-level financial education and investment platforms • Making more efficient use of fiscal resources plus lower tax burdens • Implementing effective and efficient governance (no ineptocracy).
